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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of 

mS. BEULAH BEAM, MRS. JUANITA SMITH, ) 
AND OTHER BULLITT COUNTY CONSUMERS 1 

vs . 1 
SOUTH CENTRAL BELL TELEPHONE COMPANY ) 
534 W O R Y  PLACE ) CASE NO. 6882 
LOUISVILLE, KENTUCKY 40202 

AND ) 
ECHO TELEPHONE COMPANY ) 
1009 BUCKMAN STREET > 
SWEPHERDSVZLLE, KENTUCKY ) 

INTERIM ORDER 

On August 31, 1977, Mrs. Beulah Beam, Mrs. Juanita 

Smith, and other Bullitt County residents ("Petitioners't) 

f i l e d  a complaint with the Commission seeking to l l - free  

extended area telephone service (EAS) for a l l  Bullitt County 

residents with Louisville. T h i s  cornplaint w a s  filed againstl 

both South Central Bell Telephone Company ("Bell") and Echo 

Telephone Company ("Echo"), the telephone u t i l i t i e s  serving 

the areas involved, requesting: 

1. That the Commission grant a hearing at which 

Bullftt County residents could t e s t i f y  as to the n e e d  for 

extended area service (W); 
2. That the Commission order  South Central Bell 

and Echo Telephone Company to make a study of she costs of 

providing both caunty-wide toll-free d i a l i n g  in Bullftt 



County, and EAS for  all B u l l i t t  County residents to Louis- 

v i l l e  * 

3 .  That the Commission order a survey to be made 

.of a l l  affected subscribers to determtne whether or n o t  EAS 

is in the public interest; 

4. If the survey demonstrates that  EAS is fn the 

pubLfc interest, to order the defendants to provide such ser- 

vf ce ; 

5 .  That the Commission grant any and all other 

relief to w h i c h  these consumers may be entitled. 

In view of the fact  t h a t  the same subject matter 

had been considered by t he  Commission in Case No. 5851, the 

Comission ordered B e l l  t o  submLt a three-month study and 

Echo a six-nonth study, the studies to  show recent toll 

traffic in the areas involved. 

On April 19, 1 9 7 8 ,  the Commission entered an order 

denying the pet i t ion  for to l l - free  extended area service 

without a public hearing, staring t h a t  a hearing was not 

necessary since the subject of th i s  case was f u l l y  documented 

in  C a s e  No. 5851.  On May 30, 1978, the Commission d e n i e d  

p e t i t i o n e r s '  Motion for Rehearing. T h i s  decision w a s  appealed 

and on January 11, 1980, the Kentucky Court of Appeals in 

Mrs. Beulah Beam et  a l . ,  V. psC, C a s e  No. 79-CA-856-MR, re- 

manded the case to the Commission for a hearing on petitioners' 

complaint. 

Upon remand, the  Commission, by Order d a t e d  February 

7 , ' 1 9 8 0 ,  directed Bell and Echo to perform cost  studies to 
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determhe c o s t s  t o  t h e i r  r e spec t ive  Louisvi1I.e and B u l l i t t  

County subscr ibers  t o  f u r n i s h  t h e  requested EAS. Further ,  

the  u t i l f t i e s  were d i r ec t ed  to f i l e  proposed forms of survey 

and letters of explanation to determine the wi l l ingness  of 

t he  a f f e c t e d  subscr ibers  t o  pay t h e  increased c o s t  of t he  

requested FAS. 

completion of t h e  proposed survey, a hearing was t o  be held. 

Following r e c e i p t  of t h i s  ma te r i a l  and upon 

On motions of both p e t i t i o n e r s  and the  a f f ec t ed  

utilities, on March 19, 1980, the Commission clarified its 

Order  of February 7 ,  1980, to make clear t h a t  p e t i t i o n e r s  

were requesting surveys of t he  c o s t  of E M  both between all 

Bullitt County subsc r ibe r s  and all Louisville subscr ibers ,  

and between all B u l l i t t  County exchanges. 

On July 1, 1980, a conference of parties of record 

and the Commlssian Staff failed t o  reach  any agreement on 

the forms of survey t o  be conducted. A t  the  conference, 

petLt ioners  s t a t e d  t h e i r  opposi t ion t o  t h e  c o s t  s t u d i e s ,  pro- 

posed forms of survey, and le t ters  of explanat ion f i l e d  by 

Bell and Echo, and requested a public hearing on these  i ssues .  

A t  t he  hea r ing ,  on February 1 9 ,  1981, a f t e r  discussion of 
,the cos t  s t u d i e s  and survey format,  p e t i t i o n e r s  requested 

t h a t  t he  Commission schedule a pub l i c  hearing re lat ive t o  

the entFre scope of the  requested U S ,  prior t o  conducting 

t h e  surveys contemplated. 

The hearing was held on April 30, 1981, where evi- 

dence was offered by p e t i t i o n e r s  t o  show the  desire of BuLLitt 

County r e s i d e n t s  for the requested EAS service, and to attempt 
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to prove that discrimination, within the meanFng of K.R.S. 

278.130, was involved i n  th i s  case. 

DISCUSSION 

South Central Bell  (and its predecessor, Southern 

B e l l )  has served the Louisville and Jefferson County area 

with telephone service since before the enactment of the 

PublLc Servtce Commission Act 5n 1934. Starting with local 

exchanges servtng very limited geographical areas, exchange 

service areas expanded wFth increasing use and traffic unt i l  

exchange area boundaries touched each other .  These exchanges 

were then grouped to form what is  presen t ly  referred to as 

the "Louisville Exchange" area. 

ThLs pat tern  was repeated throughout Kentucky, with 

differences of ecale 8nd timing only ,  a8 telephone use'and 

service grew. More than one hundred telephone companies 

served separate geographical areas across Kentucky. Servfce 

area boundaries usually coincided with natural boundaries, 

such as rivers, mountains, or highways, or in some cases w i t h  

a p o l i t i c a l  boundary, such as a city or county l i ne .  Host 

companies 'began as one-exchange operations, which expanded 

outward until they met the service area of another company 

or exchange. 

By 1934,  when the PSC was establ i shed,  the only 

significance attzched to a p o l i t i c a l  boundary Line, such as 

a city or county Line, was whether it was necessary under a 

city's ordinances for the utilfty to obtain a "franchise" 

from the municipal authorities. Where exchange boundaries 
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d i d  not meet at city or 

unusual for a telephone 

county boundary l i n e s ,  it was not Q 
company to extend service i n to  ad- 

joining county areas from the primary exchange nearest the 

'resident desiring service. 

The eestimony in this matter clearly shows that  1 8  

population and business growth moved beyond the bounds of 

Jefferson County, B e l l  began to provide Louisville Exchange 

service both fnto Oldham County and Lnto the area known today 

as the Zoneton ExcRange af Bullitt County. A t  the same time, 

Bell's LaGrange Exchange was growing toward Jefferson County, 

and Echo's Shepherdsvi lle Exchange was beginning to provide 

service i n to  the area of t he  present Zoneton Exchange. 

Clearly the time had arrived to agree on definite 

boundary lines and serving ut i l i t i e s .  An exchange may be  con- 

sidered as an irregularly shaped wheel, w i t h  the central off ice  

at the hub, and various cable routes serving customers within 

the exchange boundaries as the spokes in the wheel. To prop- 

erly functFon, and to serve all appltcants wi th in  the boundary, 

the system must be engineered f o r  the number of subscribers t o  

be served. Accurate estimates must be made of the number of 

customers to be served by a given cable route w i t h i n  a speci- 

fied planning per iod  (usually 2-5 years) ,  and suf f i c i ent  cable 

faci l i t ies  must be b u i l t  to accommodate these estimates of 

subscriber additions to be made. As an example, tn order to 

provide a subscriber with €ndividual Line service, it is 

necessary that there be an identifiable cable pair, either 

physical or electronic in nature, from the central off ice  to 
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0 the subscriber's location, whether it be next door to the 

central offfce or at the boundary l ine .  In addition, central. 

o f f i c e  facilities must be available €or each subscriber. 

In 1964, in Commission Case No. 3908, the Cammis-  

sFon was asked to resolve the service boundary between Bell 

and Echo. 

Commission determined that the proper solution was to create 

the Zoneton Exchange of Echo, thereby drawing the serving line 
to l i m i t  Bell's growth in this area to Jefferson County. 

testimony in  that case shows that th.e boundary l i n e  was gener- 

ally agreeable to t he  parties concerned. 

Where both companies were serving in the afea, the 

The 

This Commission does not fault the decision to allow 

customers in the Zoneton Exchange t o  keep their toll-free 

calling i n to  Louisville, since to do otherwise would require 

reducing the existing local calling scope for customers who 

already had t ha t  service. In addition, the decision in that 

case required Zoneton subscribers to pay a higher rate in 

recognition of their increased caLLLng scope. 

The record  also shows that the Comfsgion a t  that 

time considered the possibility of including the Shepherdsvflle 

and Mount Washington Exchanges tn the Louisville calling area. 

However, in recognition of the f a c t  t h a t  Zoneton was part of 

the population outgrowth from Jefferson County, while Shepherds- 

v i l l e  and Mount Washtngton were e s t a b l i s h e d  communities and not 

part of the Louisvil le outgrowth, several business and community 

interests opposed this prbposa l .  It was, therefore, not accom- 

pl ished.  
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In 1970, in Case  No. 5 142, the Commission was asked 
0 

to  resolve t h e  service area boundary between Louisville and 

the LaGrange Exchange, By t h i s  time, Bell's Louisville s e r -  

'vice, again following population outgrowth f r o m  Louisville, 

had expanded into southwestern Oldham County. 

determined in that ins tance  that the boundary line needed to 

be clearly defined between the Louisville and LaGrange Ex- 

The Commisslon 

changes, and further that the Louisville calling area should 

include the LaGrange Exchange. 

In both these instances and in the matter of the 

Zoneton Zxchange, a portion of the engineering and construction 

work necessary .to establish these exchanges i n t o  the Louisville 

calling area had already been accomplished, and if the Comis- 

sion had moved the Louisville Exchange boundary back to the 

Jefferson County line, t h i s  would have caused a discontinua- 

tion of existing service to some Oldhaa  County subscribers. 

The Commission no tes  that Bell did propose a t  the  time t o  in- 

crease LaGrange rates by $2.00 per month, which is no t  incon- 

sistent with the concept that those subscribers who would gain 

the benefit of increased services should bear the c o s t  of that 

service. However, the Commission determined that this 

tncremental charge was not  in the public interest. Neither 

B e l l  nor any other potentially "aggrieved" party appealed. 

Obviously there can be,  and ate, reasonable dif- 

ferences in the rates and services afforded customers in dif- 

ferent exchanges of the same util%ty, both those served by B e l l  

and by Echo. PetFtioners have 'claimed unreasonable discrirnina- 
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t i o n  based on t h e i r  inability to call certafn geograp @ real 

areas (i.e., Louisville and portions of Bullitt County to othe 

portions of the same county) toll-free, as can Zoneton and 

LaGrange subscribers, as if thds difference in service,  in and 

of itself, resuits in discrimination under K . R . S .  278.170 and 

K.R.S. 278.260. The Cornmission rejects this contentioh. As 

described fn t h i s  discussion, exchange boundaries, and calling 

areas, have his tor ic  and technical justifications not neces- 

sarily related to particular local  or geographical considera- 

t i o n s .  

Further. t h e  Commission does n o t  f i n d  evidence of 

discrimination in accordance with the definition of K.R.S. 

278.170. This statute requires t ha t  no u t i l i t y  shall give 

any unreasonable preference or advantage to any person. How- 

ever, th is  must be balanced against K.R.S. 278.030, which state 

that e v e r y  utility may employ in the conduct of its business 

suitable and reasonable classifications of its service and 

rates.  The legislature clear ly  recognized t h a t  there would 

be some differences in the service and rates provided by a 

utilcty. To carry this  argument to its logical extreme would 

tequtre an Fmpossibility: 

have an ldentlcal calling scope. 

that a l l  exchanges of a u t i l i t y  

Petitioners offered a map and testimonial evidence 
showing that certain federal agenctes classify Bulll-tt and 

Oldham Counties as p a r t  of LouisvFlle Standard Metropolitan 

S ta t i s t i ca l  Area (SMSA). However useful. this geographical 

configuration may be for the purposes of those federal agenciei 



. .  .. e.- . - &- 
"F . >- . 
c .  

-. 

no evidence was offered suggesting t h a t  it w a s  designed 

planning telephone (or any uti l i ' ty)  service areas . 
F i n a l l y ,  PetitianeGs argue that circums t a k e s  have 

changed in Bullitt County from the time of Case No. 3908 when 

some business and community leaders opposed t he  inclusbn of 

Shepherdsville and Mount WashFngton in the LouLsville-calling 

area. 

those communities have changed in the i n t e r im ,  but finds that  

this ordinary demographic change i s  insqfffcient evidence t o  

support the existence of an unreasonable dfscrimfnatory sttua- 

tion as contemplated by K.R.S. 278.170. 

The Commission is aware that the population and needs of 

However, in response to the expressed concerns and 

needs of Bullitt County subscribers, the Cornissfon has de- 

vised a method to adequately consider those concerns. This 

is through a survey, discussed in previous hearings in'this 

matter, which will allow a l l  potentFally affected subscribers 

to decide f o r  themselves whether they are willing to receive 

increased services by paying fo r  the increased casts of those 

services. 

The era  of unlimited and contFnuous expansion of Ber- 

vices, tncluding telephone service, fs.past. The advent of 

competition in the profitable areas of toll service and 

terminal equipment has reduced, ar,d will continue to reduce, 

the revenues formerly available to help offset  the sost: of 

providing Local service. In addition, deregulation of portions 

of the communications industry, which is currently being con- 

sidered by the United States Congress and the Federal Communi-' 

cations Cornissfon, appears l i k e l y  to p l a c e  further pressure 
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on local b88i.C service to pay more of i t s  own c o s t s .  In 

the  trend is toward compelling "cost  causers," more than i n  the 

past, to be "cost payers.'f 

For th is  reason, this Commission can no longer enjoy 

the luxury of ordering the expansion of services, beyond basic 
service, w5thour consideration of who w i l l  bear the co'sts of 

such services. The Commission is certainly no t  opposed to 

Petitioners' request for expanded services, but the concept of 

requiring those who enjoy these expanded servtces to pay the 
costs must be applied to this caseo Therefore, the survey 

method must be  considered as the f a i r e s t  and most equitable 

means, t o  a l l  subscribers, of ascertaining t h e i r  desire f o r  

increased service and their will ingness  to pay for  such ser- 

vices 

The Commission, having considered this matter, in- 

cluding the public hearings and a11 correspondence of record, 

and being advlsed,  is of the opinion and finds that:  

1. Bell's extension of toll-free callfng service 

in to  northern Bullitt County and southwestern OLdham County 
w a s  in response to the normal pattern of population outgrowth 

from Lootsville; 

2. Echo's extenslon of service i n t o  the area of . 

BuPlltt County now known 8 8  the Zoneton Exchange was in 

response to customer demand from resfdents of the area; I 

I 

3 .  The Commtsston's decision in 1964, in Case No. 3908, 

to create a Zoneton Exchange served by Echo, but w i t h  Louis- 

t f l l e  toll-free calling service., was in response to the need to 

e s t a b l i s h  a clearer boundary definition, avoid duplication of 
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service and d e s t r u c t i v e  competit ion for  service, while a m e  

same t i m e  observing t he  then-recbgnized p r i n c i p l e  t h a t  sub- 

s c r i b e r s  should n o t  be depriv&d of es tab l fshed  c a l l i n g  scope;  

4. In 1969 i n  PSC Case No. 5142, t h e  Commission 

granted toll-free calling between LaGrange and LouFswLlle, but 

ft was done at a t i m e  when expansion of telephone serv2ces could 

be justified without the  absolute necessity of consideration of 

the costs involved; 

5 .  In  1971, i n  t h e  Marshall County case (PSC Case 

N o .  5338),the Commission granted t o l l - f r e e  c a l l i n g  to  all resi- 

dents of Marshall County without  increasing basic rates, again 

dis regard ing  the  c o s t s  a s s e r t e d l y  involved 

Court set the Commission's order  astde, and Kentucky's highes t  

court af f i rmed,  holding t h a t  complainants had f a i l e d  to produce 

evidence showing employment of an unreasonable c l a s s i f i c a t i o n  

o r  maintenance of an unreasonable difference between l o e a l l t f e s  

The Frankl in  C i r c u i t  

for doing a Like and contemporaneous service under t h e  same 

o r  s u b s t a n t b l l y  the  s a m e  condi t ions ,  and rhus failed t o  

e s t a b l i s h  d iscr imina t ion  which would support an order  f o r  such 

extended service. 

The court further stated: 

However, PSC does have t h e  au tho r i ty  t o  
r equ i r e  the cos t  of a p a r t i c u l a r  kind of ser- 
v i c e  Ln a p a r t i c u l a r  a r ea  to be borne system- 
wide rather than by the patrons of the parti- 
c u l a r  a r e a ,  and t o  r e q u i r e  the utility t o  pro- 
vide an advanced q u a l i t y  of service to a 
particular area, if t h e - u t i l i t y ,  8 8  to other 
f u l l v  conmarable areas. i s  sDreadfne the cost  ~ ~ . _ _  

systLm-wfhe and. is f u g i s h i n k  the azvanced 
quality of se rv i ce .  Marshall Count vs.  South 
Central  Bell Telephone Co., K y . ,  5 1 5  S . W 1 2 d 6  
(1975) * 
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The evidence of petitioners did not show t h a t  the 
e 

lack of toll-free calling within portions of Bullitt County 

and between portions of Bullitt County and Louisville fs 

unreasonably discriminatory within the meaning of K.R.S. 

278.170 or 278.1260, when compared to the toll-free cal l ing  

scope of LaGrange and Zoneton subscrlbers; 

6. Having found no dfscrb inat ion  within the 

meaning of  K . R . S .  278.170 or K.R.S. 278.260,  the survey pre- 

viously ordered should be undertaken; 

7. In accordance w i t h  the Commission’s Order  of 

March 19, I980 , in this matter, and with petitioners’ Motion 

f i l e d  February 26, 1980, one survey should be conducted COR- 

cerning both intra-Bullitt  County EAS and inter-Bullitt- 

Jefferson County EAS; and 

8 .  The survey of subscriber interest and willing- 

ness to pay f o r  service ordered in th i s  case is not  based 

upon the Conmission’s E M  Guidelines of October 3 1 ,  1980,  but 

€s based upon the petitioners’ reques t  in t h e i r  orfgina’l com- 

p l a i n t  of August 31 ,  1977, and as a matter of fairness and 
equity to a l l  potentFally affected subscribers in Bullfee 

and Jafferrron Counties. 

It is therefore ORDERED t h a t  petitioners and the 

defendanb; utilities j o i n t l y  submit: final forms of survey, 

letters of explanation, and method by which the survey is 

t o  be conducted, in accordance with the agreements reached 

during the public hearing in this matter on February 1 9 ,  

1981, within 30 days of the date of t h i s  order. 
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It is fu r the r  ORDERED that  the survey shall be COR- 

ducted in accordance with f i n d i n g  number seven of this Order. 

Done at Frankfort, Kentucky this 17th day of August, 

By the Commission 

V i c e  Chairman Katherine 
Randall did not p a r t i c i m t e  
in this decision. 

ATTEST : 

Secretary 
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APPENDIX TO AN 

APPENDIX I' R" 

PUBLIC SEKVLCE COMMISSION 
IN CASE NO. 6 8 8 2 ,  DATED 

COMMONWEALTH OF-KENTUCKY APRIL 26, 1982. 
PUBLlC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 615 
FRANKFORT, KY. 40602 

(502) 564-3940 

December 17, 1981 

onorable William A. Hoskins 
onorable David C .  B r a n  
.onorable Bruce F .  Clark 
onorable Creighton E .  Mershon 
onorable H. T. Larzelere, Jr. 
onorable E. Gaines Davis, Jr . 
onorable Michael R .  B e i t h g  
anorable Hermann Ivester 
spresentative Frank Smith 
jt. Kenneth Starnes 
k .  S .  S. Dickeon 
k. M. F. Sermersheim 
2s. Beulah Beam 
rs. Juanita Smith 

R e :  Case No. 6882 

Ladies and Gentlemen : 

The results of the survey ordered by the Commission were 
tabulated in the Commission's offices at Frankfor t ,  Kentucky, 
on December 1 5 ,  1982. 

The total n d e r  of survey cards sent to the subscribers 
of Echo Telephone Company (Bul l i t t  Count ) and South Central 
B e l l  Telephone Company (Jefferson County Y was 1 3 , 5 6 6 .  

Echo Telephone Company 
Shepherdsville Exchange 
K t .  Washington Exchange 
Zoneton Exchange 

4,186 
2.362 

South Central B e l l  Telephone Company 
Louisville Exchanges 7 1 1  

West Point Exchange 725 
Lebanon Junction Exchange 994 

v=J 
Total 

11,136 

2,430 

13,566 
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The results of the survey w e r e  tabulated by exchange and 
are as follows: 

Echo Telephone Company Exchanges 

Shephexdsville & Mt. Washington (6548 subscribers surveyed 

. 

78.82% responded) 
Yes 4,184 ( 8 1 . 0 7 Z )  
NO 977 (18.93%) 

Total Response-5,LBT 

Zoneton (4588 subscribers surveyed; 60.61% responded) 

Yes 264 (9.49%) 
NO 2,517 (90.51%) . 

Tota l  Response-2,781 

South Central B e l l  Exchanges 

Lebanon Junction (994 subscribers surveyed; 78.07% responded) 

Y e s  558 (71.91%) 
NO - 228 (28 .09%)  

Total Response - 776 

Louisville (711 subscribers surveyed; 5 5 . 9 8 %  responded) 

Y e s  
No 

63 (15.83%) - 335 (84.17%) 

Total Response - 398 

West Point (725 subscribers surveyed; 68.14% responded) 

Yes 
No 

271 (54.86%) - 223 (45.142) 

Total Response - 494 

rhe 313 nonresponding Louisville Exchan e subscribers were can- 

(76.47%). 

because they w e r e  unmarked ( 3 6 )  or they were postmarked after'the 
December 10, 1981, deadline (11). 

In addition to, but n o t  counted as part of the  survey 34 of 
' tac ted  by telephone. Eight voted y e s  ( s 3.53%) and 23 voted no 

The C o d s s i o n  received 47 b a l l o t s  t h a t  w e r e  not: counted 
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Should you have additional questions, please contact this 
off ice .  

Sincerely, 

PUBLIC SERVICE COMMISSION 

Richard D. Heman,  Jr. 
Secretary 

. 


